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SUBJECT: BRITISH NATIONAL OIL CORPORATION BORROWING IN 
U.S. MARKET 

1. EXTREMELY RELIABLE SOURCE IN HMTREASURY TELLS FINAN- 
CIAL ATTACHE THAT BRITISH NATIONAL OIL CORPORATION (BNOC) 

IS IN THE PROCESS OE PUTTING TOGETHER A ROUGHLY $750 - 

$850 MILLION BORROWING IN THE U.S . SENIOR BNOC OEFICIAL 
HAS VISITED NEW YORK, FOUND U.S. BANKS EXTREMELY RECEPTIVE 
AND ANXIOUS TO LEND, FINAL TERMS ARE BEING WORKED OUT. 
THEY COULD RESULT IN A SAVINGS OF ROUGHLY 5 PERCENTAGE 
POINTS ON INTEREST COSTS TO BNOC. SOURCE, WHO STRESSED HE 
WAS NOT UP-TO-DATE ON ABSOLUTELY LATEST CONVERSATIONS 
BETWEEN BNOC FINANCE DIRECTOR AND U.S. BANKS THOUGHT THE 
LOAN COULD HAVE A 7 TO 8 YEAR MATURITY, POSSIBLY WITH A 
FOUR YEAR GRACE PERIOD BEFORE REPAYMENTS OF PRINCIPAL 
BEGAN. 

2. MAJOR INHOVATION IN THIS LOAN WOULD BE THAT IN CON- 
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TRAST TO OTHER PUBLIC SECTOR BORROWING IN FOREIGN MARKETS, 
THE LOAN WOULD A) NOT BE GUARANTEED BY HMG BUT RATHER BE 
PLEDGED AGAINST NORTH SEA OIL PROCEEDS AND B) ALLOW INTER- 
EST DIFFERENTIAL BETWEEN US RATE AND UK STERLING RATE TO 
BE KEPT BY BNOC. OTHER PUBLIC SECTOR BORROWING BY UK 
NATIONALIZED CORPORATIONS AND AUTHORITIES HAS BEEN AT A 
EUROCURREHCY RATE BUT FOREIGN CURRENCY RECEIPTS OE THE 
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LOAN HAVE BEEN PAID TO THE BANK OE ENGLAND WHICH HAS 
ADVANCED STERLING TO PUBLIC SECTOR BORROWERS AT A ROUGHLY 
50 BASIS POINT REDUCTION AGAINST GOING RATE FOR STERLING 
BORROWING IN UK MARKET. THIS WILL NOT BE THE CASE ON BNOC 
BORROWING. BNOC WILL PROFIT FROM THE ENTIRE INTEREST 
RATE DIFFERENTIAL BETWEEN DOLLARS AND STERLING, DRAW PRO- 
CEEDS OF THE LOAN TO PAY FOR DOLLAR DENOMINATED EQUIP- 
MENT (AT LEAST THIS IS THE SOURCE'S UNDERSTANDING) AND 
REPAY THE LOAN IN ITS OWN NAME FROM FOREIGN CURRENCY 
EARNINGS OF NORTH SEA OIL. 

3. SOURCE REPEATEDLY STRESSED THAT BORROWING,"WHILE ON, 

REMAINS IN A STATE OF FLUX " WITH FINAL TERMS AND CONDI- 
TIONS NOT YET WORKED OUT. SOURCE SAID TO HIS KNOWLEDGE 
MANY DETAILS REMAIN CONFIDENTIAL, INCLUDING CHOICE OF 
LEAD U S. BANKS IN THE OPERATION. 

MILLER 
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